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GENERAL | NFORVATI ON

The Community Reinvestnent Act ("CRA") requires each federal financia

supervi sory agency to use its authority when exam ning financial institutions
subject to its supervision to assess the institution's record of neeting the
credit needs of its entire conmunity, including | ow and noderate-incone

nei ghbor hoods, consistent with the safe and sound operation of the
institution. Upon conclusion of such exam nation, the agency nust prepare a
witten evaluation of the institution's record of meeting the credit needs of
its community.

Thi s docunment is an evaluation of the CRA performance of Dakota Wstern Bank
Bowran, North Dakota, prepared by the Federal Reserve Bank of M nneapolis, the
institution's supervisory agency, as of March 11, 1996. The agency rates the
CRA performance of an institution consistent with the provisions set forth in
Appendi x Ato 12 CFR Part 228.

I NSTI TUTI ON'S CRA RATING: This institution is rated Qutstanding.

The bank's outstanding rating is based on several factors. First, the bank
has mai ntai ned a high | oan-to-deposit ratio since the previous eval uation
Second, the bank has a substantial majority of its small business and
agricultural and consunmer loans in its assessment area. Third, the bank
underwites a significant portion of its loans to borrowers of different

i ncome |levels and to businesses of different sizes. Finally, the bank
actively lends in all nine block nunbering areas ("BNAs") located in the
bank' s assessnent area.
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The followi ng table indicates the perfornmance | evel

Bowmran,

of Dakota Western Bank,
North Dakota, with respect to each of the five performance criteria.

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

Dakot a West ern Bank
PERFORMANCE LEVELS

Exceeds
St andar ds
for
Satisfactory
Per f or mance

Meet s
St andar ds
for
Satisfactory
Per f or mance

Does Not Meet
St andar ds
for
Satisfactory
Per f or mance

D fferent | ncones and to
Busi nesses of Different
Si zes

Loan-to-Deposit Ratio X
Lendi ng i n Assessnment Area X
Lendi ng to Borrowers of X

Ceographic Distribution of
Loans

X

Response to Conpl aints

No conpl aints were received
since the prior eval uation.
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DESCRI PTI ON OF | NSTI TUTI ON

Based on its size and financial condition, the bank is able to effectively
neet the credit needs of the communities located in its assessnment area. The
bank's main office is |located in Bowran, North Dakota, with an office for
openi ng new accounts and taking deposits |ocated in Rhane, North Dakot a.
Bowran, |ocated in Bowran County, is in the southwestern corner of North
Dakota. Bowran County borders Montana on the west and Sout h Dakota on the
sout h.

According to the Decenber 31, 1995, Report of Condition ("ROC'), the bank had
total assets of $40.8 million and total deposits of $35.5 mllion. Since the
previ ous eval uati on, the bank's assets have increased by approxi mately

$5 mllion, and its deposits have increased by about $4 mllion. The prinary
reason for these increases has been a change in ownership of the other
financial institution in Bowman. As a result of this change, a nunber of
borrowers and depositors have noved their accounts to the bank. According to
t he December 31, 1995, RCC, the bank's loan portfolio is approximtely 68%
agricultural, 8% comercial, 8% consuner, 8% consuner real estate, and 8%
commercial real estate

The bank offers nmany types of |oan and deposit products that serve assessnent

area credit needs. Its agricultural products include operating, crop
livestock, and farmreal estate |loans. The bank provi des Farm Servi ce Agency
and Smal | Busi ness Adm nistration-guaranteed loans. In addition, the bank

participates in a nunber of North Dakot a-sponsored farm and small business
guaranteed | oan prograns. The bank al so underwites consumer, real estate,
and credit card | oans.

The bank has a new paying and receiving station in Rhame, North Dakota. The
servi ce hours of the Rhanme and Bowran, North Dakota, |ocations are sufficient
to nmeet the credit and deposit needs of the assessnent area

DESCRI PTI ON OF THE ASSESSMENT AREA FOR DAKOTA WESTERN BANK, BOWAN, NORTH
DAKOTA

The bank's assessnment area consists of nine BNAs and covers a sparsely
popul at ed seven-county area. These BNAs enconpass one county in Montana,
three counties in northwestern South Dakota, and three counties in

sout hwestern North Dakota. 1In addition, the assessnent area includes the
North Dakota cities of Bowran and Hettinger. Bowran is |ocated in Bowran
County and Hettinger is |located in Adans County. Bowmran and Sl ope counties
border Montana and are contiguous to Fallon County, Montana. Bowran and Adans
counties in North Dakota border South Dakota and are contiguous to Hardi ng and
Perki ns counties, South Dakota. Butte County is directly south of Harding
County, South Dakota. The bank's Bowran and Rhame offices are located in
Bowmran County.

According to 1990 census data, the assessment area has a total popul ati on of
19,004. Bowran is the largest city in the bank's assessnent area, with a
popul ation of 1,972. Hettinger is the next largest, with a total popul ation
of 1,727. These two cities conprise approximately 20% of the assessnent
area's total population. According to bank staff, the assessnment area has
been experiencing a population decline. |In particular, bank staff indicated
that Adanms County has experienced a significant decline in population. The
maj or enployers in Bowran are the | ocal school system and county governnent.

CRA divides incone into four categories: |owincone, noderate inconme, mddle
i ncome, and upper inconme. Because the bank's assessment area is not in a
nmetropolitan statistical area, the categorization of a borrower's or
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geography's inconme is determned relative to the statew de nonnetropolitan
median famly incone. Lowincome individuals have i ncomes of |ess than 50% of
t he statew de nonmetropolitan median famly inconme, while noderate-incone

i ndi vi dual s have incomes of at |east 50% but |ess than 80% of this anount.
The regul ati on defines a m ddl e-i ncome individual as one with an inconme of at
| east 80% but | ess than 120% of the statew de nonnetropolitan nedian incone.
An individual with an incone that is 120% or nore of the statew de

nonnet ropol i tan medi an i ncone is considered upper incone. BNAs and census
tracts are classified using simlar categories based on the |level of the
median famly incone in the geography. As previously nentioned, the
assessment area covers a three-state area.

The assessnent area's nedi an household incone is $20,764. Its nedian famly

i ncome is $25,143. According to the 1990 census, the nedian famly inconme for
the statew de nonnetropolitan areas of Montana is $27,352, North Dakota's is
$26, 195, and South Dakota's is $25,547. The 1990 census data indicates that
23% of the assessnent area's households are | ow i ncome, 18% are noderate

i ncome, 20%are mddle incone, and 39% are upper inconme. In addition, the

m nority popul ati on of the assessnent area is only 1.5%of the tota
popul at i on.

Ei ght BNAs in the assessnent area are classified as mddle incone. The BNA
for Slope County is classified as noderate incone. Slope County is north of
Bowran County. The largest town in Slope County is Am don, which has a
popul ati on of 140. The total population for Slope County is 907 or 5% of the
assessment area popul ation

The assessnent area does not have a manufacturing base; the econony is based
primarily on agricultural production. However, according to the bank and
contacts, a large oil deposit has been discovered that spreads across the
bank' s assessnment area. As a result, the bank has been conducting m nera
rights sem nars for consumers.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A
The bank has done an outstanding job of neeting the credit needs in its

assessment area. The criteria detailed bel ow were reviewed in determning
this rating.
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Loan-to-Deposit Rati o Anal ysis

The bank's lending in its assessnent area exceeds the standards for
satisfactory perfornmance. The quarterly average of the bank's | oan-to-deposit
ratio is 65%since the previous evaluation. The follow ng chart, based on
quarterly ROC data, reflects that the | oan-to-deposit ratio has been
consistently nore than 60% since the |ast eval uation

G oss Loans Deposits Loan-t o- Deposi t
Dat e (I'n thousands) (I'n thousands) Rati o
Decenber 31, 1995 $23, 024 $35, 583 65%
Sept enber 30, 1995 $22, 958 $33, 221 69%
June 30, 1995 $21, 987 $32,434 68%
March 31, 1995 $20, 774 $33, 932 61%
Decenber 31, 1995 $19, 520 $31, 829 61%

The bank's gross | oans and deposits have been increasing since the previous
eval uation. The bank attributes this growh to custoners noving their
accounts to the bank fromthe conpeting financial institution in Bowran, which
had undergone an ownership change. The bank's ratio significantly exceeds the
conpetitor bank's average quarterly | oan-to-deposit ratio of 39%

Since the | ast evaluation, the bank provided funds for one significant
conmuni ty devel opnent | oan. Bank managenent serves on the Bowman County
Econom ¢ Devel opnment Corporation ("BCED'). The BCED was the sponsor

organi zati on that brought the state-of-the-art Bowran County Market to the
assessment area. According to contacts, this project required creative
financi ng, whereby the bank served as | ead | ender and coordinated the | oan
package with governnment, county, and corporate agencies. This facility is
designed to market cattle, sheep, and hogs on a weekly basis. 1In addition, it
will hold special bull, bred cattle, and horse sal es throughout the year. The
conmuni ty-owned facility enploys 25 part-time and 5 full-tine enpl oyees.

Lending in the Assessnent Area

The bank's lending in its assessnent area exceeds the standards for
satisfactory perfornmance. A review of a statistical sanple of bank | oans
originated in the past six nmonths reveals that a substantial majority of them
were nmade inside the assessnent area. Examiners reviewed the bank's two najor
| oan product categories (agricultural/small business and consuner | oans) by
anal yzi ng the nunber and dol | ar amount of new | oans origi nated inside and
out si de the assessnent area.
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The foll owing table shows the percentage of the total nunber and dollar vol une
of reviewed | oans that were inside the assessnent area.

Percent age of Loans in Assessnent Area
Maj or Loan Total Nunber Tot al Anopunt
Product Lines of Loans of Loans
Smal | Busi ness/ 96% 98%
Agricul tural Loans
Consuner Loans 94% 96%

The numbers in the table indicate that al nost all of the bank's borrowers |ive

within its assessnent area

Lending to Borrowers of Different |Inconmes and to Businesses of Different Sizes

The bank's lending to borrowers of different incones and to busi nesses of

di fferent sizes exceeds the standards for satisfactory performance. The

i ncome | evel for consumer |oans is determ ned based on the nonnetropolitan
median famly incone for the state in which the consunmer resides. The bank's
distribution of |oans across its assessnment area by incone |level is
illustrated in the follow ng chart.

Di stribution of Consunmer Loans in the Assessnent Area
by Borrower Incone Level

Low Moder at e M ddl e Upper

I nconme | nconme I nconme I nconme

Percent age of Total Loans 50% 17% 12% 21%

Percent age of Total Loan 46% 11% 13% 30%
Amount s

The data in the table indicate that the bank provided 67% of the sanpled
consuner |oans to | ow and noderate-incone individuals. This percentage
significantly exceeds the percentage of | ow and noderate-incone individuals
that live in the assessment area. As previously nentioned, approximtely 40%
of the assessnent area's househol ds have | ow and noderate incones. The bank's
percent age of | oans originated and anounts borrowed exceed the assessnent area
per cent ages of | ow and noderate-inconme households. The level of lending to

| ow-i ncome borrowers, those whose incone is bel ow 50% of the statew de nedi an
i s double the percentage of households that fall into this category. As such
this activity is particularly comrendabl e.

The bank lends to snall business and agricultural borrowers. Al the business
and agricultural loans in the sanple were provided to entities or individuals
with total gross annual revenues of less than $1 mllion. N nety -six percent
of the small business and agricultural |oan amobunts were | ess than $100, 000.
Three percent of these |oans were in the $100,000 to $250, 000 range, and the
remai ning 1% of | oans were greater than $250,000 but less than $1 nillion

This distribution of small business and agricultural loans is consistent with
the bank's asset size, legal lending limt, and the overall assessnent area
econom ¢ conditions.

Ceographic Distribution of Loans
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The bank's | oans are well distributed throughout the assessnent area. As
previ ously nentioned, the bank's assessnent area includes one BNA that is
classified as noderate incone. The table below indicates the bank's |oan
penetration in the noderate- and m ddl e-i ncome BNAs.

Distribution of Loans in the Assessnment Area by BNA
| nconme Level

Moder at e- | ncone M ddl e- 1 ncone
Loan Type BNA* (% BNA* (%

Smal | Busi ness/ Agri cul tural :

Total Nunber of Loans 5% 95%
Total Dol |l ar Amount 4% 96%

of Loans

Consuner:

Total Nunber of Loans 5% 95%
Total Dol |l ar Amount 16% 84%

of Loans

*The bank's assessnent area includes only noderate- and m ddl e-i ncome BNAs.

The bank's | ending pattern is reasonabl e given the denographic characteristics
of the noderate-incone BNA. As previously indicated, that BNA has only 907
residents and accounts for only 5% of the assessnent area's total popul ation.

The bank has originated a | arger nunber of loans in this BNA than indicated in
the table. However, a nunber of these |oans were originated after the |ast
eval uation but outside this reviews sanpling tinme frame. In addition, the
bank has penetrated all of the BNAs in its assessnent area.

GENERAL

The eval uation did not reveal any violations of the substantive provisions of
the fair housing and fair lending | aws and regul ations. |In addition, the bank
has not received any CRA conpl aints since the previous eval uation.
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PUBLIC DISCLOSURE

March 11, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Dakota Western Bank
Name of Depository Ingtitution

093801350000
I dentification Number of Ingtitution

Bowman, North Dakota
Address of Ingtitution

Federal Reserve Bank of Minneapolis
250 Marquette Avenue
Minneapolis, Minnesota 55401-2171

NOTE: This evaluation is not, nor should it be construed as, an assessment of the financial condition of
thisingtitution. The rating assigned to this ingtitution does not represent an analys's, conclusion,
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or opinion of the federal financial supervisory agency concerning the safety and soundness of this
financial ingtitution.



